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*.* It is proposed to publish from time to time in Lloyds 
Bank Monthly Review signed articles by economists of 
standing affording opportunities to exponents of different 
theories to state their case. The Bank is not necessarily in 
agreement with the views expressed in such signed articles. 





AP lee oe ee 


‘The Theory of Central Banking 
By Professor T. E. Gregory. 


OFESSOR CASSEL’S article in the last issue of the 
“ Review” was devoted to explaining and justifying 
the change which is taking place in the views entertained 
f the primary function of a Central Bank. In the nineteenth 
entury that function can be described as the maintenance 
f stable relations between local credit and currency and gold, 
t is, of managing local banking and monetary arrangements 
ith a primary regard to the international standard. In the 
entieth century, the task of Central Banks, it is coming to 
recognised, is to reverse the nineteenth century conception— 
© manage the international standard in the interests of such 
onetary and credit conditions as will satisfy the conditions 
f stability. The particular standard of stability preferred 
y Professor Cassel is the wholesale price level, and his 
hoice of a method of control is the rate of discount, associated 
_with appropriate alterations in the volume of securities held 
wy the Central Bank. 

My first comment is that there are grave reasons to doubt 
hether the weapons at the disposal of Central Banks are 
equate for Professor Cassel’s purpose. There are, as is well 
own, two methods by which a Central Bank can influence the 
Olume of funds in the market. It can manipulate the discount 
te, and it can buy and sell securities. Up to a point it can 
lect one method and pursue it without having simultaneously 
0 adopt the other. Thus it can buy securities, which will have 

he effect of making money more plentiful and forcing down 
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market discount rates, without necessarily lowering its ow 
rediscount rate in sympathy. In this case its own official rar 
simply becomes ineffective. On the other hand, a reductic 
of open market funds by sales of securities by a Central Ban 
is bound to lead ultimately to a rise in its own rate, for, » 
pressure on the market develops, increased applications fy 
discounts will be made to it, and, unless its rate is raised, m 
net reduction in loans by the Central Bank will take place. 
American experience in particular suggests, however, tha 
the immediate results of intervention by the Central Ban} 
in a market tend to be less than appears at first sight. Tha 
is, an increase in the volume of open-market purchases is no 
a net increase, but is largely offset by a repayment to the Centr ! 
Bank of discounts and loans made by it. Conversely in period 
when the Central Bank is selling securities, its sales are offse 
by an increase in the volume of discounts. Thus neithe 
the sales nor purchases of securities exercise at once their ful 
effect on the market. It is only after loans made by the Centri| 
Bank prior to its change of policy have been repaid, and only! 
when rising discount rates have cut off part of the potentid 
demand, that their full effect is exercised on the flow of fund 
in the market. Thus Central Bank action usually involves :’ 


lag, and this lag may be greater or less according to circum-~ 
stances. There is, to use a phrase of Mr. H. G. Wells, a certain) 


““ Scepticism of the instrument” ; a failure of the machinery’ 
to function as delicately as the pure theory of central banking} 
postulates. 

This “scepticism of the instrument” is even more 
apparent in another connection. The time-lag involved before 
increasing volumes of credit and falling money rates begin 
to push up prices, or declining volumes of credit and rising 


money rates begin to push them down cannot be predicted ; 


in advance ; nor is there any predictable quantitative relationship 
between a given rise and fall in prices and the pressure which 
must be exerted by the Central Bank to effect that rise or fall. : 
No doubt, once business men as a whole have become thoroughly 
familiar with the concept of stabilisation, they will reinforce 


Central Bank action by themselves limiting their operations } 
“S$ prices rise, since they will then expect repressive action | 


by the Bank; and conversely by expanding their operations 
as prices fall, since they will then expect a period of expansive 
action by the Central Bank. But this psychological reinforce- 
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ment will in its turn partly and increasingly depend upon the 
success the Central Bank has shown itself able to achieve. 


One of the worst aspects of the failure of the Federal Reserve 


System to achieve its objectives in 1928, when it first began its 
active campaign against the excesses of Wall Street speculation, 
was the blow which was given to the belief in its ability to do 
anything whatever among the business and financial community. 

Simple as the demand for stabilisation appears to be, 
it is my own opinion that disappointment is in store for those 
who are not conversant with the many difficulties which stand 
in the way of a complete realisation of the ideal. If the ultimate 
aim of banking policy is to be the stabilisation of prices (and 
this is not the only ultimate test which might be laid down) 
what are the conditions necessary to the realisations of the aim? 

Firstly, price stabilisation is only possible so long as the 
world’s supply of gold is not so large as to prevent its effective 
sterilisation by Central Banks. Thus if the supplies coming 
from the mines (allowance being made for industrial uses and 
absorption by the East) were so great as to represent 100 per cent 
of the liabilities of all the Central Banks, prices would be bound 
to rise after such a point had been reached. It is true that, 
given a growing world trade, the demand for gold for monetary 
purposes grows at a constant annual rate of increase, i.e., accord- 
ing to the compound interest rate, and it is equally true that at 
present there 1s a very remote likelihood of the future over- 
production of gold. Besides, the East could, under the 
conditions of gold-supply supposed, pass from silver to gold 
currencies, and thus create a new demand for gold. The 
problem is thus of a purely academic character, for the tendency 
of the world’s gold production is in the reverse direction. Still, 
it serves to show that the efficiency of Central Bank action has 
an upper limit. Gold can become a danger to price stability 
not only when shortage is threatened, but also in the unlikely 
eventuality of over-abundance. 

Secondly, the constitution and the executive powers of the 
Central Bank must be so organised as to permit it to carry out 
its task effectively. Everyone is now-a-days familiar with the 
plea that the Central Bank should be free from political control, 
because it is everywhere recognised that political control involves 
the risk of inflationary policy. Yet it is possible to imagine 
conditions under which political control may be less dangerous 
than non-political control. An obvious example is where 
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political opinion is alive to the wisdom of pursuing a policy q 
stabilisation. Still, inasmuch as the ultimate supremacy of th 
Government is everywhere maintained—even over a Cent 
Bank free from direct Government control, and operating unde 
its own charter—the ultimate protection for the Central Bank 
must lie in the education of public opinion. Now, if pubkj 
opinion is to be educated, the lesson must be a simple one, ani 
here the course recommended by Professor Cassel—i.e., th 
stabilisation of wholesale prices, has the great practical advantag 
of providing as simple a test of the efficiency of Central Ban 
action as, under the assumption of the desirability of som 
stabilising policy, can be imagined. Nevertheless, as is show 
later, wholesale price stabilisation is not the only possibk 
objective, and, if it is to be applied, its limitations must & 
clearly understood. 

e serious limitation arises from the fact that it is extreme} 
difficult to construct a perfect wholesale price index numbe,/ 
and in fact when several index numbers are published } — 
different authorities in the same countries, divergencies ar’ 
always occurring between them. A few general rules can k 
laid down. Thus the wholesale price index number shoul 
include all primary agricultural and standardised industrid 
products, and should be “ weighted ” in such a way as to give” 
each such product its proper measure of importance. Yet evet | 
assuming that this can be done—and only those who have tried 
to do it, realise the difficulties, including the fact that the relative 
importance of various products is continually changing—it musi 
be emphasised that the stabilisation of the general wholesak! 
price level, as measured by this index number, does not meat/] 
that individual prices are stabilised. In fact, Central Bank) 
action taken to enforce stability may accentuate rather than! 
restrict undesirable price movements. Thus, supposing the! 
average price-level were rising at a rate calling for remedidf 
measures by the Central Bank, it might well be that at the sam!) 
time, a minority of individual prices were falling, and in this cast i 
the Central Bank action to lower all prices would simply acceleratt 5 
the fall. In general, it is impossible on a priori grounds to say? 
how —— prices will behave under the pressure. Article, 
which remained steady in price, whilst others were rising, wil 
now fall; whilst articles which were already falling, will fal | 
still more. Articles, the supply of which cannot be altered 
rapidly, or the demand for which does not respond easily to4 ~ 
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icy @ fall in price, will suffer in comparison with articles the supply of 
»f th§ which alters rapidly as the price falls, or the demand for which 
ents increases rapidly as the price declines. An area dependent on 
unde! such an article may therefore be hit badly on grounds of policy 
Bankis initiated because of a general situation with which it may not 
ubiiys in the least be concerned. 
. The problem must also be regarded from the angle not of 
. th) particular commodities and the industries dependent upon 
ntag/§ them, but of particular interests such as those of manufacturers, 
Bani investors, workers, etc. When production is increasing, prices 
some naturally tend to fall; thus to stabilise prices at such a time 
hows, would deprive people with fixed incomes of the benefit of the 
ssibkiy fall which would otherwise have naturally and properly occurred. 
st hil Thus, price stabilisation may easily create and not mitigate 
injustice. It is considerations of this kind which have led to 
ym the suggestion that a better result would be obtained from a 
nbe,|) system of stabilisation which would fix wages and allow wholesale 
d & prices to fall. Alternatively, since unemployment results largely 
; at) in the modern world from the disparity of movement between 
nm &) wholesale prices and costs of production, and since the stability 
10uk> of wholesale prices does not by any means imply a necessity for 
strid | costs of production to be stable, there is something to be said 
giv for relating the credit policy of the Central Banks to an index 
even | of unemployment. This last alternative is perhaps the most 
triedj, difficult standard of all—since it is probable that at all times 
ativj) there is some amount of unemployment due to individuals 
musi changing their jobs, workers in declining industries wishing 
esak’) t0 move into a new occupation and hampered by immobility 
neatly or transfer costs, and the like, of which account would have 
Bank) to be taken. So long as unemployment statistics are not 
than!) available, on a uniform basis for all countries, international 
the’ cO-operative action on this basis would be difficult. 
edia f Each proposed index has thus some disadvantages attaching 
sam) to it, but from the standpoint of Central Banking theory a 
cat much more immediate difficulty arises. The theory of 
erat, Stabilisation must necessarily regard it as axiomatic that no 
y say® difficulty need arise merely because of the inadequacy of Central 
icls, Banking machinery to do what is asked of it. We have already 
iJ seen that the weapons at the disposal of a Central Bank are un- 
fall certain in their action, and we have equally seen reason to 
ered | Suppose that certain conditions of the gold supply—very 
to? improbable ones, it is true—would prevent the machinery of 
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Central Banking from functioning adequately. There are now 7 which 
other points of a more legal and administrative character to be Megislat 
taken into account. O 
Clearly, the Central Bank can only influence the price lev¢ . 
if its funds are an integral part of the totality of funds employed 
in the money market and it is in a position, technically and) 
morally, not only to put funds into the market but also +0 take pore 
them out. The generality of mankind being almost instinctively | ~ . 
of opinion that an increase in the volume of credit is desirable, “UC 
there is usually no obstacle on the ground of moral prejudic |) *®™* 
against an extension of credit, but there may be technical does ri 
difficulties which must not be overlooked. They result from) S®™¢ 
the fact that almost universally legislation imposes a reserve! er 
ratio on the Central Bank and this, in a period of falling gold)" "" 
production and growing world production of other things, may” a 
prevent the Central Bank from achieving its aim. The reserve Pret 
ratio is usually either 35 or 40 per cent. This figure is for the) C°™™* 
most part copied from the constitution of the Federal Reserve} _— 
System, and the Reserve System in turn borrowed the ratio” In < 
adopted from the constitution of the pre-war Imperial Bank of "organi: 
Germany. The Imperial Bank of Germany, it will be found, createc 
borrowed its own ratio (333 per cent) from the Bank of England,/ for gc 
not as it was governed under the Bank Act of 1844, but as it was} indepe 
customarily governed before that Act, the policy of the Directors remed: 
of that institution a century ago being to maintain a cash reserve! stance 
of one-third of its liabilities. In this way arose the principle) mercia 
of the “one-third cover” (Dritteldeckung) which has played by me 
so great a réle in the world since. The situation is made worse volum 
by the tendency to keep reserves much larger than the legal — assista: 
minimum and by the refusal to make use of the provisions © sustair 
sometimes contained in Central Bank constitutions, under which, | appear 
on payment of a tax, the actual reserve may be allowed to fall ; means. 
below the minimum. It is fairly obvious that any further comm 
advance in enforcing stabilisation in face of a declining price” the C 
level must depend, in the last resort, on the sweeping away marke 
of restrictions of this kind, thus giving Central Banks a free States. 
hand. No real danger is to be anticipated from such a step, for * to wea 
the execution of a policy of price stabilisation requires such a _ banks 
degree of co-operation between Central Banks, as to remove _ indica 
any risk of one losing gold to the others. In other words, the — be car 
adoption of this policy automatically means that new safeguards — of the 
to a Central Bank’s gold stocks will have been introduced, — legisla 
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from t 





39 


which will be an adequate substitute for the present restrictive 
egislation enforcing minimum gold reserves. 


now 
to be 


leval Other and opposite difficulties are represented by those 


loved occasions on which a Central Bank desires to withdraw credit 
- and rf from the market. Here, there is one feature present which is 
ake Sometimes overlooked—the danger that the Central Bank 
ively itself -_ be unwilling to withdraw credit because it has a large 

+ commercial customers. In such highly developed 
i Naps as London and New York, the Central Bank can and 





able ‘circle o 

does ride superior to such considerations, but in less developed 
centres, where the Central Bank has, in addition to its recognised 
| duties, to conduct an ordinary banking business, the temptation 


from 


serve ; ; ; 
gold), © refrain from any action which may drive away its customers 
" © may become cogent. In fact, in such centres it seems a necessary 


erye Preliminary that the Central Bank should divorce itself of its 
commercial banking functions, so that it can be free to carry 


i out its duties of regulating the supply of credit. 


ratio’ In areas in which the commercial banks are powerfully 
K of organised, but in which a Central Bank may have been newly 
und, “created, the latter may be impotent to affect the situation 
and, q for good or for evil, because what money market exists is 
Was} independent of the Bank. Here, there is always a simple 
tors F remedy at hand, though whether it is utilised or not is a circum- 
erve/ stance depending upon local conditions. Any group of com- 
‘iple| mercial banks can be made subservient to a Central Bank 
iyed “by means of legislation forcing the Banks to keep such a large 
orse volume of reserve cash at the Central Bank as to require the 
egal | assistance of the latter if the normal volume of credit is to be 
ions | sustained. Thus the function of acting as “ Banker’s Bank ” 
ich,” appears in a new light; it may, under given conditions, be a 
fall; means, not so much of affording emergency assistance to the 
thet _ commercial banks or of economising gold, but of conserving to 
rice the Central Bank at ail times a power of intervening on the 
way market. It must be confessed, however, that in the United 
free States, for example, the tendency of legislation has been rather 
for * to weaken than to strengthen the degree to which the commercial 
ha, banks are subordinated to the Central Bank in the manner 
ove indicated. Further, if the increase in the reserves required to 
the — be carried at the Central Bank is large in relation to the resources 
rds — of the commercial banks, it may be politically impossible to pass 
ed, — Jegislation giving the Central Bank such means of control. But 
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as a means of strengthening the position of a Central Bank th\ 
method of compulsory reserves has great possibilities. j 
It is clear that Professor Cassel’s project is attended val — 
many practical difficulties. It is by no means certain thal, .... 
stabilisation of the wholesale price level is the best objective) Payme 
at which to aim, or if the Central Banks are in a position t} Ps ey 
exercise the desired measure of control. In any case, whether’ supply 
from their need of maintaining a minimum gold reserve or fron) 5**" 
the inadequacy of the powers they can exercise over the banking 
system, Central Banks are not free to-day to mould the situation) ~~ 
entirely as they wish. Two preliminaries seem necessary. On { of th 
is the further education of public opinion, and the other is the yan 
development of international co-operation to the point where : nm 
Central Banks can act in unison to carry out Professor Casseli) ., ,,, 
objective in common. At present, it is more than doubtful if) 5)... 
his project, even if a desirable one, is immediately practicable, ~~ | 
Thus the solution of the price-situation as it confronts the» ation 
world at the moment must be found by relying upon the Debt 
instinctive fund of wisdom which Central Banks have accumu-" yon vos 
lated in the past. Past experience shows that Central Banks | that i 
have merely lowered bank rates in periods of falling prices and” 
industrial depression, provided that the international outlook) debt 
was promising. There is no reason to suppose that the lessons — 
of the past have been forgotten, and the present trend of Bank ; 
rates is undoubtedly in the direction which a complete acceptance } ; 
of the philosophy of stabilisation would have suggested. © estim 


The Budget Outlook 5 Week 
si old financial year is dead, and the new one has arrived: - 


—_——- 











and the short breathing-space allotted to us before 
Budget Day next week enables us to sum up the result8 © jacome 

of the past year and to form some idea of what the Chancellor } Estate | 
has in store for us in the year to come. B Coco 
The outcome of the financial year 1929-30, unpalatable Sacien 
though it is, can be summarised very briefly in the following wh 
tables. The first deals with expenditure, first as originally | 
estimated a year ago; next according to the “adjusted” © Post on 
estimates, which take account of supplementary estimates and / a 
other changes effected during the year, and which were pub- | Misceli 
lished with the coming year’s estimates last month; and | —— 
finally as revealed by the actual results for the year, issued last ——— 


week. 








' 
: 








EXPENDITURE, 1929-30 














i Seeee eine ] 
; | Original | Adjusted | Actual 
° | Estimates. | Estimates. Results. 
1 with 
‘ £ mn. £ mn. > mn, 
: tha ) Interest on National Debt .. | 504-6 | 304-6 73 
=CLIVE, | Payments to Local Taxation Accounts 15-0 15-0 | 133 
ion to Payments to Northern Ireland a 5:4 54 5°5 
| Other Cons. Fund Conegen 3°5 | 35 | 33 
rether Supply Services ‘ = = 363-1 372-9 | 3716 
- from Sinking Fund .. os os 4 50-4 50-4 47-7 
® | 
inking | Total .. = «. «| 7420 | 751-8 1487 














— The actual results are to- -day by far the most important 

™ th? of the three columns, for they represent the transition from 

wher ) forecast to fact. The other figures are now only of value in 

sseft © showing how easy it is for Governments as for private individuals 

fal te °° under-estimate their future commitments, especially when 
ble. » these are liable to be modified by changes in policy. 

+ the f In passing, it may be recalled that a fixed sum of £355,000,000 


a year is allotted for the interest and sinking fund on the National 
1 the . cdhga eee : eo : : 
amy. Debt. The under-estimate of the interest portion of this 

» amount means that the Sinking Fund has suffered, so much so 
3anks : ~d i 
: oa that it falls short of the statutory sums allotted to the redemption 
tlook of specific loans. ‘Thus the Chancellor has had to create new 
<a oll debt in order to repay old debt, much as if a business firm had to 
Bank borrow from the bank or issue fresh debentures in order to 
}tedeem outstanding debentures. 

The second table deals with revenue. It shows the original 


tance} 
estimates of a year ago, and the actual results disclosed last 


= 























' week :— ; REVENUE, 1929-30 re 
Ve ; | Difference 
— | Estimate. | Result. | (4 or —), 
, ' £ mn. {mn. £ mn. 
SultS § income and Sur-Tex.. .. ..| 2975 | 2938 | —37 
ellor } EstateDutis .. 2. 0. 810 798 | —12 
Stamps .. vi “ ‘es “a 31-0 25°7 | —5°3 
e Customs oe oe ee oe] 119-9 119°9 — 
rable © Excise oe a! 130-5 | 1275 —30 
. Other Tax Revenue .. - eal 7-2 80 +08 
ving 
rally , Total Tax Revenue ..| 667-1 654-7 —124 
yt 
ed” © Post Office (met receipts)... —..| 89 | 92 +03 
and | Crown Lands . oe 12 | 1:3 +01 
Receipts fom Sundry ‘Loans| 30°6 32°6 +2°0 
Jub- |) Miscellaneous Receipts | 35 060 || 364 —21 
= Total Revenue | 7463 | 17342 ~12'1 





Here again the actual results are of the greatest importance. 
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The net result is that Expenditure (excluding the Sinking | 
Fund) was £9°4 millions in excess of the original estimates) 
and Revenue £12°1 millions too low. The following br 
table shows the actual results :-— 








£ million. f 
Revenue - ae a oe ae wy 7342 1 
Expenditure (excluding Sinking Fund) .. .. 701-0 
Sinking Fund .. ae ws sis —_ ‘ 47-7 
Total Expenditure... “a - wai 748-7 j 
ee l,l ll lC Ct 


Setting the Deficit against the Sinking Fund, only a net} 
£33'2 millions was available for debt redemption—a_ sum 
appreciably below the amount of approximately fifty millions’ 
required for the statutory sinking funds. | 

Comment on these results is best linked with an appraisa' 
of the prospects for the new financial year. Beginning with) 
expenditure, the original estimates for the supply services ar 
already available. They are :— 





£ mn. 

Civil Services .. in an oe - ea 295-7 
Revenue Departments (excluding Post Office) ee 12-1 
Fighting Services oa as ee an 110-1 
Total .. ee es “ ee 417-9 


Compared with the original estimates of £363-1 millions forf 
1929-30, they show an increase of £54°8 millions. This is du 
partly to the fact that in 1930-31 the cost of “ de-rating ”’ is fek? 
in full for the first time, and in this respect there is an off-set 0, 
£15,000,000, for the item “‘ Payment to Local Taxation Accounts” 
henceforward disappears from among the Consolidated Fund 
charges. The remainder of the increase is largely the direct. 
result of the Pension and Unemployment Insurance Acts, th 
development grants designed to promote employment, and / 
other decisions of the new Labour Government. 

National Debt interest and Sinking Fund must still & 
estimated at £355,000,000, for apart from the fact that this is! 
fixed figure, any savings that may arise next year from th, 
recent fall in interest rates will probably be required to bridgt 
last year’s gap between the amount available for debt redemption 
and the amount needed for the statutory sinking funds. Other 
Consolidated Fund charges, now that payments to local author 
ties are to disappear (v. supra), should not amount to more that 
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£8,000,000. Thus the total bill the nation will have to meet is 
approximately as follows :— 





£ million. 

National Debt Service ee a we <“ 355-0 
Other Cons. Fund Charges .. + ch on 8-0 
Supply Services ss we oe - ua 418-0 
Add for supplementary estimates, contingencies, &c. 11-0 
Total .. ae es es on 792-0 


The “ contingencies ” item is an unofficial addition of our 
own, but ordinary business prudence and the past record of the 
national finances unite in justifying its inclusion. 

How is this bill of £792,000,000 to be met ? The revenue 
results for the past year afford a fair guide, but allowance must 
be made for the set-back in trade, and the great increase in 
unemployment experienced during the last few months. Bad 
trade means less from income tax, unemployment means reduced 
spending power, which inevitably affects excise, and the past 
year has shown how Stock Exchange stagnation can destroy the 
yield from stamps. The following forecast of revenue for 
1930-31, on the existing basis of taxation, is made after taking 
all these facts into account. 
































REVENUE 
1929-30. 1930-31. 
Actual results. Estimates. 
£ mn. £ mn. 
Income and Super Tax .. ie “s “ on 2938 290 
Estate Duties .. “ a os ~ - 798 80 
Stamps .. oa a oe rye as a“ 25°7 26 
Customs .. oe “s - - ‘ won 1199 118 
Excise es en “A on en ae = 1275 125 
Other Tax Revenue it as ‘si a oof 8-0 7 
Total tax revenue oa sie i 654:7 646 
Post Office (net receipts) .| 9:2 9 
wnLands_ .. ei .| 1:3 1 
Receipts from Sundry Loans J < ms 52°6 32 
Miscellaneous Receipts .. en ae ad ial 364 33 
Total revenue .. - oe ool 734-2 721 
The net result is :-— 

£ million. 

Estimated Revenue .. a i“ “a a 721 

Estimated Expenditure ios ca - 792 





Deficit .. ae ae ae oe 71 
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These figures may all differ in detail from those to be string 
presented by Mr. Snowden next week, but we-do not see how 9) was , 
they can differ much in the aggregate. Thus the position is § pew 
exactly similar to that defined by Mr. Micawber when he did 9) pank: 
his famous sum, “Annual income twenty pounds, annual mobi 
expenditure twenty pounds ought and six, result misery. The? redux 
blossom is blighted, the leaf is withered . . .” but un-[ 
fortunately the deficit is considerably more than “‘ ought and six,” 
and every business man has already completed the quotation. 
Apart.from a non-recurrent sum of {20-1 millions in the 
Rating Relief Suspense Account, the Chancellor has no reserves 
in hand, and the question which is racking the whole business 
world with anxiety is, whence he is to obtain his fresh revenue. 

It is at this point that we leave the realms of fact and calcula- 
tion for those of speculation and controversy, but two words | 
more can usefully be added. The first, which is to the Chan- ) p 
cellor, is this : “ It is to-day immaterial whether or not heavy t 
direct taxation ought, from the stand-point of economic theory, 
to be a deterrent to production and trade. The point is that the 
average manufacturer is convinced that it is, and acts accordingly.” | 
The second is to the manufacturer and'trader. Itis this : “ The |) favou 
burden of taxation, and the machinations of the Chancellor should | as ! 
be faced in the same spirit as the other dangers, troubles and | © $4 
mischances of business life. British traders and adventurers 
have triumphed against overwhelming odds in the past. Let 
them try and do so again to-day.” 


Notes of the Month 


The Money Market.—March witnessed two reductions, © 
each of } per cent, in Bank rate, which brought the rate down | 
to 3} per cent, or to the lowest point touched since 1923. § 
These declines have been accompanied by similar reductions dispr 
elsewhere, and their fundamental cause is that the collapse 
of stock exchange speculation and the general set-back in trade © gout 
has meant that there is more money about than is needed at 7 ocrap, 
the moment. Hence there was nothing to prevent interest and © Mor, 
discount rates, which are a comparative index of the cost ff Kop 
borrowing money, from falling, and as usual it was London 
that gave the lead. 

The London money market was during early March Bank 
characterised by much the same conditions as prevailed earlier } the ¢ 
in the year, namely, by an inclination for money at times to be } in i 
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stringent, and by a marked shortage of bills. The stringency 
was due to the fact that tax payments and subscriptions to the 
new Conversion Loan drew large sums out of the joint-stock 
banks, and so out of the market’s reach, and temporarily im- 


' mobilised them in the hands of the Government. The second 
) reduction in Bank rate, however, was preceded by a sudden 
' reappearance of money. The shortage of bills was partly the 


consequence of bad trade and lower commodity prices, but was 


-| largely due to Mr. Snowden’s policy of reducing the volume of 
' outstanding Treasury Bills. By so doing, he has helped to force 


up the price of all bills, or, in other words, has forced down the 
market rates of discount, for the latter represent the margin 
between the current price of bills and their value on maturity. 
By helping to drive down market discount rates, he made it 


easier for Bank rate to come down in its turn. This has not only 


- || proved beneficial to trade, but has stimulated a rise in the price of 











( Government stocks, which will be of great assistance to him in 


future conversion operations. 


Foreign Exchanges—March movements were mainly in 


» favour of sterling. The dollar rate, which at the end of February 
| was low enough to cause some anxiety, rose during early March 
> to $4-86%, and after a slight reaction to $4-87 later in the month. 


The German exchange has shown itself to be still susceptible to 


) political disturbances. The French exchange has remained ‘at 
» a little above par—that is in favour of sterling, but Belgas and 


Swiss francs were dear early in the month, and it is believed 


| that Belgium and Switzerland were the “ unknown buyers ” 
+ who bought the new Cape gold in the London market at that 


time. The Turkish rate has lately been “ pegged” by the 
Government at Angora at 1,030 piastres to the pound. It has 
yet to be seen whether this policy, whose value has often been 
disproved elsewhere, will achieve any other result than that of 
proving a general hindrance to trade and national prosperity. 


| South American rates have been irregular. The price of silver 


established a new record minimum of 188d. per ounce on 
March 4th, and this renewed decline was reflected in the Hong 
Kong and Shanghai exchanges. 


The Stock Exchange—The March 6th reduction in the 
Bank rate clarified the outlook, and it is now possible to gauge 
the general trend. There has been some slight improvement 
in industrials, and companies which have lately published 
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satisfactory accounts have attracted some interest. The better 
tone, however, is mainly explained by the fact that the period 
of liquidation following last year’s collapse has at last reached 
its end, and it must not be supposed that any immediate 
revival of a pronounced character will take place. 

On the other hand, there has been a definite recovery 
in British Government and municipal securities, which has 
spread to some extent to sound debentures in well-established 
companies. Thus, whereas six weeks ago new issues with 
a yield of § per cent or a shade over were being left with the 
underwriters, more recent issues of this character have been over- 
subscribed. Again, the recent activity in the gilt-edged market 
marks a tendency on the part of the investor to switch from 
short-dated to long-dated stocks, and in general the yield 
demanded by the investor upon long-term gilt-edged stocks 
is beginning to fall. This will help the Chancellor in his | 
reported desire to refund another block of § per cent War 
Loan, and also shows that the first of the normal stages of 
revival after a stock market collapse—namely, that of an 
improvement in the highest grade securities—has now been 
reached. 


Two Months’ Overseas Trade—The following table gives 
the salient features of the trade returns for the first two months 
of the year :— 


. | 




















| Increase (+) 
Description. oe -—" o or 

su ; Decrease ( -) 

£ mill. £ mill. £ mill. : 
‘Total Imports . . | 207°4 190-1 "17-3 
Retained Imports .. .. «..| 1873 173-3 140 — | 
Raw Material Imports on ae 662 54-2 120 
Total Exports, British Goods .| «= 1225s} 110-2 —12-3 
Coal Exports .. - - onl 6:5 8-8 + 2:3 
British ‘Manufactured Goods, Exports; 98-2 85-8 ~12-4 
Re- ar oe es ia 20-1 16-8 no a 
Total Exports a as ool 142-6 127-0 15-6 b 
Visible Trade Balance | —64:8 ao 


—63-1 | 
While a month ago it was possible to explain away the , 
relatively bad January figures by pointing to the fact that January, 
1929, was an abnormally good month for the year, no such | 
means of escape is left for the returns for the first two months 4 
of the year, for February, 1929, was, on the whole, a bad month. 





Hence there is no escaping the fact that these returns confirm © 
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the general view that there has been a set-back in trade, and 
even the sharp fall in commodity prices in comparison with 
a year ago only partially explains the falling off in the value 
of our foreign trade. The weak spot lies in the cotton and 
woollen industries, though unfortunately iron and steel and 
machinery exports are also smaller in volume than a year ago. 
The coal figures, however, are encouraging, and certain items 
such as linen piece-goods, boots and shoes and locomotives, 
have also registered increases. 


Home Reports 
The Industrial Situation 


Conditions in this country remain depressed, and it is 
little consolation that this year other countries are also 
experiencing difficulties, and that severe unemployment is 
no longer confined to Great Britain. The returns for the 
third week of March showed that in Great Britain no less 
than 1,621,804 people were out-of-work, and, even after 
giving full weight to all the explanations of this figure, it 
remains of very serious dimensions. Nor are the latest reports 
of home industrial conditions, given in the following pages, 
much more encouraging. 

At the same time, there are signs that we are approaching 
the lowest point of the depression curve. Next week the Budget 
uncertainties will be out of the way, and while it is difficult to 
view the position of the national finances with equanimity, 
industrialists will have a better chance to plan ahead when once 
the worst is known. More important still, money has at last 
become really cheap. This should stimulate new capital issues 
of an industrial character, which will provide industry with 
working capital and give new employment to the iron and steel 
and engineering trades. In any case, both theory and previous 
experience teach us that a business revival begins in the market 
for securities of the highest grade, and the recent appreciation 
in British Government stocks suggests that this initial stage in a 
recovery has now been reached. Yet, even though the omens 
are now becoming rather more favourable, it cannot be too 
often or too strongly stated that a real and lasting recovery 
depends upon rigid and sustained public economy in the 
Gladstonian spirit. 
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Agriculture 


England and Wales.—According to an official report, dry 
weather and winds enabled the slight arrears in cultivation to 
be overtaken during February. Autumn sown crops made good 
progress. Live-stock benefited from the drier weather, and 
milk yields are well maintained. 


Scotland.—Sowing and planting are now in progress, and 
winter-sown wheat is looking quite well. A steady trade in 
cattle has been experienced, with prices fully maintained, and 
sheep have met with a good demand at unchanged prices, 
Potatoes are still a glut on the market, and the grain trade is 
quiet. 


Coal 


Continental stocks remain heavy, and the uncertainties 
caused by the Coal Bill are adding to the difficulties of the trade, 
In these circumstances, business is becoming more restricted. 


Cardiff —Shipments are fairly well maintained, but new 
business is exceedingly slow, and the outlook discouraging. 
Surplus stocks of large coals are difficult to clear, and sized coals 
and smalls and coking coals have eased considerably. There 
is very little enquiry of any interest to report in the forward 
market. 


Swansea.—The position has become increasingly difficult 
owing to the failure of foreign buyers to take delivery under their 
contracts. 


Newcastle-on-Tyne.—With the exception of D.C.B., the 


~- 


- 


Steam Coal Market is suffering from lack of enquiry and from | 


the severe competition of Yorkshire and Scottish areas. There 
has been rather a better demand for gas coal at lower prices. 


Hull.—The market is weak in all sections. 
Sheffield—The increase of the export subsidy on coal to 


3s. per ton has stimulated forward enquiries, but prompt business , 


on export account is still small. Home demand, both for house- 
hold and industrial fuel, is disappointing. 

Glasgow.—The depression shows no sign of diminishing. 
New business is restricted by the uncertain outlook, and foreign 
importers are attempting to cancel contracts. 
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East of Scotland—Navigation coal is moving off slowly, but 
other descriptions show no improvement and washed fuels 
continue weak. 


Iron and Steel 


The main event has been the reduction of 5s. per ton in 
Cleveland pig iron. No further decrease is expected. The 
steel industry is still very hesitant, but the advent of cheaper 
money has improved the outlook. 


Birmingham.—The position is better for makers of high- 
grade bar iron, but otherwise business is very restricted. 


Sheffield —Makers of heavy steel are short of orders and are 
only able to keep part of their plant working. 


Glasgow.—Makers of heavy steel are only moderately 
supplied with orders, but it has not been found necessary so far 
to resort to short time working. There has been a distinct 
improvement in the demand for steel sheets. The demand for 
tubes shows a very slow response to the cartel arrangements. 
Producers of re-rolled bars are quiet, as are also makers of bar 
iron, who have, however, in prospect orders for important 
tonnages of wrought iron skelp. 


Swansea.—Competition from the Continent remains severe 
patricularly in galvanized sheets. 





Engineering 
Activity generally is still very restricted in most branches, 





» and manufacturers are waiting for the Budget. 


_ Birmingham.—Heavy engineering is still quiet, but electrical 
“<. mae is making progress. Rolling stock works remain 
usy. 

Coventry—The motor car trade shows no improvement, 
and manufacturers are holding large stocks. 


_ Wolverhampton—General engineering is poor and construc- 
tional engineering only moderate. Confidence is lacking in the 
motor industry and production is held up. 


Leeds —The larger engineering companies are much in 


. a of orders, but the smaller ones appear to be doing quite 
well. 
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Manchester. —Textile machinists are not well employed, but | India 
the heavy engineering section and the motor and electrical) Farly 
appear to have a fair amount of work in hand. eh 

Luton.—There is a fair demand for private cars, and lorry | The t 
makers report a slight increase in trade. Hydraulic engineers are noise ; 
busy with orders for the ship-building trade, and general engineers o¢ 44, 
state that conditions are very fair. thew 

Edinburgh.—The Leith shipbuilding and engineering yards tion o 
are, with one exception, extremely quiet. down 

Glasgow.—Output in the shipyards for the first two months) in M 
of the year was satisfactory, and new orders are also encouraging. — likelih 
The formation of National Shipbuilders Security, Ltd., for the) currer 
purpose of concentrating construction, is generally welcomed| actual 
on the Clyde. _ at ove 

A 
Metal Trades had a 

Birmingham. —A slightly improved tendency is apparent, been | 
but buyers appear very hesitant. ys 

Sheffield —Business is slow in the cutlery, electro-plate, these 
and tool trades. The financial situation in Australia is having are pe 
marked effect on Sheffield trades. 

Swansea.—Producers of spelter are still working, but the) Woo 
further heavy fall in the value of the metal makes the outlook T 
very unpromising. home: 

West of England —Support of the Tin Producers’ Associa trade i 
tion’s scheme of restriction is causing considerable loss to the tin; B 
mines, but this can be met out of the companies’ substantial cash; , pen 
reserves. H 

the wi 
Cotton month 

During early March, prices underwent a further fall, buti, H 
rally followed later in the month. Even so, confidence is ft trade, 
from being restored. Contin 

Liverpool—Demand for the raw material shows no im wWooller 
provement, and it is evident that notwithstanding the substantial 
fall in values spinners are still content to purchase in very smal’ Othe 
quantities. Imports have been light, and merchants see litt 
inducement in buying for stock. The dulness has be. A. 
accentuated by the uncertainty caused by the proposed raising’ |! P! 
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Indian import duties and the trend of political developments. 
Farly in the month a decline of over $d. per Ib. took place 
in response to the weakness of American markets, with the 
result that spot middling was selling here for a time at below 8d. 
The principal factors in the American decline appear to be the 
universal depression in the textile trades ; gradual appreciation 
of the ineffectiveness of the support from the Federal Farm 
Board ; doubts as to the success of the campaign for the limita- 
tion of this year’s crop ; and, finally, the influence of the general 
downward trend of commodity prices. Prices recovered later 
in March, but there was a general disposition to doubt the 
likelihood of any sustained advance in values in view of the 
current low prices for piece goods, which, in some lines, are 
actually below the level of four years ago when cotton was selling 
at over 1d. per lb. cheaper than now. 


Manchester —Spinners of both American and Egyptian have 
had a poor time, and it appears improbable that their output has 
been fully sold. The cloth market remains dull. The political 
situation in India, together with fears as to the effect of the new 
duties, and the low price of silver, as regards China, have caused 
these two markets to hold off, and only hand-to-mouth orders 
are being booked. 


Wool 


The fact that merino prices at the March London sales only 
showed a decline of 5 per cent has had a steadying effect, but 
trade is still very restricted. 

_ _ Bradford.—Business has remained quiet, with prices moving 
in favour of buyers. 

Huddersfield —The woollen trade is better in places. In 
the worsted section conditions have become worse since last 
month. 


Hawick.—There is no improvement in the Border tweed 
trade, the only orders of importance being on American and 
Continental account. The hosiery trade is busy only in knitted 
woollen goods. 


Other Textiles 


__ Dundee —Conditions in the jute trade remain depressed, 
with production curtailed by at least 30 per cent. 

















52 


Dunfermline —The outlook in the Fifeshire linen trade is lt 
still uncertain, and although prices are now at an attractive level M 
this has not so far stimulated buying. B remain 

Belfast —Though linen yarns are not yet moving in buk 
there are signs of an improvement in tone. There has lately!) Shipy 


been a fair demand for linen piece-goods. Flax is firmer. Zs: 
Clothing impro\ 

Leicester —The uncertainty as to Budget prospects has | princif 
had a very considerable effect upon orders for all articles | H 


manufactured out of artificial silk. 


Leeds —The better class businesses are well employed, but iy babl Ni 
the usual season’s orders have been delayed by the lateness of ; ably ¢ 
Easter. ; at pres 


Bristol —The general depression of business and prevalence | : Ec 
of unemployment has caused demand to centre upon the cheaper | St 
kinds of goods. The volume of business is no better than a year ae, 
ago. hers. 

Luton.—Conditions in the hat trade have been very slow,, — 
but it is hoped that the Easter trade will shortly make things busy. Food: 





Leather and Boots . &B 
Trade remains uneven, but there are one or two signs of ap - 
improvement. ; | 
Bristol—The leather trade is decidedly better. Employ: ) 6°00" 
ment in the heavy boot trade has recently been slack, but even} coat 
so is considerably better than in 1929. F and Ni 
Leicester —The demand for spring goods is rather better!) Quotat 
than was anticipated. “years, 
Northampton.—The boot trade is still very patchy, and) the san 
competition very keen. Some leather manufacturers report at TI 


improvement in turnover, and useful orders have been secured’ steady, 
from local boot firms. Of late, foreign enquiries have beet” goods 
interesting, and the competition of low-priced imported leathet — were ir 
is not so acute. 

_ Fishis 


Chemicals a oe 


Taking the country as a whole, business in heavy chemical : more § 
has been fair, but elsewhere sales have been disappointing. = the de: 








: 
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le is Luton.—Trade is slow but inclined to improve. 


level Manchester —Business in both heavy and fine products 
| remains slow, but generally speaking prices are steady. 


oulk, F 
ately | Shipping 
F Freights have been a little steadier, but there is no real 
improvement. 


Liverpool_—There has been no recovery, and rates on the 
bres principal routes are unchanged. 
icles | ; ; , 
— Hull—The chartering market remains very quiet. 
bat | Newcastle-on- Tyne.—Chartering is quietly steady, but, pro- 
- of bably owing to the influence of the enormous amount of tonnage 
; at present laid up, rates remain very low. 


| Edinburgh—Coal shipments at the Forth ports are very 
aper restricted, and in the middle of the month there were less than 
‘one twenty vessels on loading turn. Other branches of shipping 
yea" at the port of Leith are normal, and some shipments have been 
coming forward from Russia. 
slow, , 


us). Foodstuffs 


Bristol —Markets for cheese and butter have been very 
/ depressed, and supplies continue in excess of current demand. 


is of : 
| Liverpool_—Wheat has been a weak market, and at one period 
‘lo current month’s futures were quoted at 6s. 1od. per cental, 
or at pre-war level. The continued abstention of Continental 


even’ buyers has brought about increasing competition by Argentine 


and North American shippers. Trading in maize has been quiet. 
ett!” Quotations have fallen still further to levels unseen in recent 
years. La Plata at 5s. 3d. per cental compares with 9s. 3d. at 
and )) the same time last year. 
t a | The trade in the bacon, ham and lard markets was generally 
ured’ steady, without anv appreciable change in values. In the canned 
deen goods section fruits remained steady at level prices ; meats 
thet were in very good demand with prices advancing. 


_ Fishing 
Lowestoft —The East Anglican autumn herring season proved 


' More successful than for several years, and this has stimulated 
) the demand for new vessels to replace older units of the fishing 


nr ad 
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fleet. All new craft ordered are of the drifter-trawler type, tha 
is, vessels which can be used for trawling for white fish out of 
the herring season. 


West of England.—Long line fishing in Mounts Bay has} 
been good, with prices high. Mackerel fishing was good a 
times. At Brixham there has been a slight improvement, and 
good prices have been obtained. 


Scotland—The East Coast herring fishing has been fairly 
successful, supplies being plentiful, but latterly prices have 
fallen considerably. 


Other Industries 


Pottery—There is little change, and conditions remain 
dull. i 


Oil seeds —There has been a slight setback in the price of 
linseed oil, but cotton oil has fairly well maintained its position. 
Linseed and cotton seed have fallen slightly in price. There 
is more inclination to trade in linseed oil on the lower price, | 
but crushers generally are holding for higher prices then buyers 
are prepared to pay. The feeding trade remains very 
disappointing. 

Paper making and printing. —Quiet conditions prevail in the 
Edinburgh paper making industry, the export branch in par- 
ticular being very depressed. The local printing trade is also; 
dull. The spring publishing season is now over, and commercial 
work is scarce owing to the general depression in industry. 





Dominion Reports 


Australia 


From the National Bank of Australasia Limited 


The heavy over-subscription to the internal Commonwealth 
Loan is a good sign, but trade is less active than a year ago, and 
unemployment is increasing. Efforts are being made to increase } 
the area under wheat, and the good summer rain fore-shadows © 
another large wool clip. 
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Canada 





From the Imperial Bank of Canada 


General business is showing some recession, but a pro- 
tracted depression is not anticipated, and the number of rail-road 
construction schemes, power projects and similar development 
undertakings already proposed are expected to bring about an 
improvement with the arrival of spring. The wheat dead-lock 
has undoubtedly curtailed buying power and has also absorbed 
a fair quantity of bank funds, but this is balanced by the 
release of substantial amounts of call money from the stock 
markets as the result of last autumn’s break. 


India 


Mail advices from Bombay state that Indian raw cotton sales 
were good during February, but that prices fell in sympathy with 
the world decline and stocks were so heavy as to be more than 
ample to meet the current demand. Sales of piece-goods, both 
home-made and imported, were very disappointing, and local 
stocks increased. Rangoon mail advices allude to the weakness 
of the rice market. This has affected demand for foreign goods, 
such as hardware and cotton goods, and in the last section 
Japanese competition is making itself felt. 


Irish Free State 





Dublin.—Better weather conditions have enabled arrears of 
farm work to be overtaken. Cattle are in fair condition, with 
demand good. The number of sheep offering at fairs during the 
month was, on the whole, smaller than usual. Prices were steady. 
Pigs suitable for the bacon trade were in short supply in most 
districts. 

The present position of the Shannon Hydro-Electric 
Scheme is of interest. Already 43,000,000 units, or close on 
40 per cent of this required minimum economic output, 
have been disposed of in four contracts, and the remainder 
should eventually be absorbed without difficulty. 
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Foreign Reports ania 

France = + 
The budget, as voted by the Chamber on March 13th agd = 

sent to the Senate, may be summarised as follows :-— fairly 
Estimated receipts .. .. —-...-~—-50,409,229,780 factui 

Estimated expenditure .. .. ..  50,200,990,116 espec 

Estimated surplus ..  .. —s-. 208,239,664 i 

due p; 


These figures, however, by no means tell the whole story, for § demai 
the Senate Finance Commission do not accept the calculations § less tt 
on which these estimates are based, and in their turn forecast § fairly 
a deficit of frs. $50,000,000. The situation is thus very involved, § is ver 
and apparently M. Caillaux was nearest the mark when he said § Stock: 
that “ At the Ministry of Finance nobody at present knows 
where he is.” 

Receipts of the seven principal railways for the period) Belgi 
January Ist to February 25th, were frs. 2,228,103,000, or} _ 
frs. 108,165,000 above those for the corresponding 1929 period § . T 
The revenue returns show that indirect taxation is coming in well, F Pig 1c 
while the January coal production figures show an appreciable | Proven 
improvement on those for 1929. On the other hand, the reports | ‘ined, 
from other centres given below show that French industry is to | dust 
some extent sharing in the general world recession, and the | Demar 
Paris Bourse remains weak with prices still moving downwards. p Busine 


Bordeaux.—The rosin market is quiet, with a downward) = 4) 
tendency. There is practically no demand. on 

The wine trade is unchanged, save for a slightly increased | downw 
demand for older vintages. steady, 
Le Havre.—Coffee quotations show an increase of about 20 | 


points over prices ruling a month ago. Germ 


Lille-—The textile trades are inactive. Demand for raw 
cotton and for cotton yarns is very restricted, and the further 
fall in prices has further impaired confidence. Recent sales of Th 
Russian flax have been very heavy, and by the middle of March Ffor, afte 
prices had become very low. Fortunately, the sellers of Russiat surplus 
flax then withdrew from the market, possibly because they weft Badverse 








reaching the end of their stocks. Prices consequently steadied. Borders , 
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Roubaix.—Considering the weakness of wool prices, a 
satisfactory volume of business is being done in tops, though 
there has been no buying on an important scale by spinners 
and manufacturers. The combing mills are working three 
shifts, but the whole of the machinery is not employed, there 

n agi being a scarcity of crossbred wool. Spinners continue to work 
fairly well, and export demand is a little better. At the manu- 
facturing end some makers are complaining of lack of orders, 
especially for dress goods. 


Marseilles —Olive oil prices have been a little firmer, 

due partly to speculative buying and partly to genuinely increased 

y, for} demands. The total season’s production is thought to be not 

ition § less than 800,000 to 950,000 tons, to which must be added the 

recast ©) fairly large stocks left over from last season. The copra market 

yived, fis very weak. The supply of ground nuts remains excessive. 
> said Stocks of oil cake are accumulating daily. 























NOWs 
eriod ) Belgium 

D, OF : . : ‘ 

>riod, The iron and steel industry is quiet. Home demand for 


well, f pig iron is satisfactory, but export demand is poor. The im- 
“jable | provement in the demand for semi-finished products is main- 
ports | ined, but in finished steel the market is quiet. The coal 
- ig to | industry is affected by the state of the iron and steel industries. 
4 the Demand for industrial fuel has fallen off, and prices are weak. 
ards. g Business on the Bourse is very limited. 


ward) 4 Antwerp—There is no sign of improvement. A heavy tone 
prevails with a general lack of confidence. Grain has moved 


eased veel again, and wool has slightly declined. Coffee is 
steady, but with restricted buying. 


ut 20 F 





Germany 
From the Bank of British West Africa, Limited 


The February trade returns are in some respects encouraging, 
for, after making the necessary adjustments, they show an export 
surplus of Mks. 109,000,000. On the other hand, the present 
adverse circumstances have forced many manufacturers to accept 
orders on an unprofitable basis, and despite the apparent activity 
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of the export trade, both manufacturers and Hamburg shipping [and al 
houses are finding that keen competition has reduced prices to, © consu: 
int at which profits are not commensurable with the risks g§ The fi 
involved. During February, in fact, there were 1,719 insol- | impor 
vencies in Germany, the provision and textiles trades being | 
those worst affected. The unemployment returns for March 8 
revealed that 2,363,000 people were in receipt of the full unem- | Swit: 
ployment benefit, while a further 277,202 were drawing th —_ 


reduced benefit payable to those in seasonal trades. | S 
’ world 

land’s 

Holland _petitio 


Company reports for the year 1929 are now appearing, and jer 


these show that the autumn set-back in trade did not have a ver | adi oh 
serious effect upon the year’s results. In some instances dividends | 

have actually been increased ; nevertheless, the Stock Exchang | 

is now neglecting shares in favour of bonds. Operators ar | Spai 
paying much stricter attention to yields obtainable on industrid | 9P@#0 
shares than they did last year, and they are also influenced St 
adversely by the current low prices of agricultural and colonia gq oo, 
produce. As a result, industrial undertakings are finding itr pre pei; 
difficult to raise fresh capital. The artificial silk industry i per c 
passing through a difficult period. Some mills have been closed, Bryeacy 
and, while others are working at capacity, prices are very l0W. Ghe cre 
Shipping is also depressed, and some vessels of the large India jhe My, 


lines haye been laid up. tendenc 
Sweden ‘Moro 


The timber market has shown a slightly stronger tendency; 


partly on account of the news of the decreased ability on the fl Bu 


tempora 
locust n 
Outlook 
depresse 
On the. 
ower i: 

Denmark tT 
Sharp falls in the price of butter and eggs have lately occurred, lothing 
due to the increased production resulting from the mild weather, | ewish f 


of Russia to effect delivery to the English import syndicate. 
The cellulose market remains weak, but about 75 per cent od 
the year’s production of unbleached sulphite mass and about! 
70 per cent. of bleached sulphite have already been sold. 
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ping F and also to the curtailment of purchasing power in the principal 
‘tog consuming countries. Bacon, however, is in good demand. 
risks |. The fall in grain prices has been the cause of difficulties among 
nsol- | importers. Freights are very weak and shipping depressed. 





eing | 
1 8 
+ Switzerland 
rt 
Swiss industries have undoubtedly been affected by the 
' world trade set-back, which has curtailed purchases by Switzer- 
land’s foreign customers, and has also intensified foreign com- 
_ petition in the Swiss market itself. It is true that the machinery 
ol and electrical and chemical industries are still well employed, 


“* Fbut sales in the watch and embroidery trades have fallen away 
Vely | and short time has been introduced in the cotton mills. 


lends | 

ange 

s are | e 

strd | Spain 

nee’ | Steps are being taken by the new Government to overhaul 


lonitl ' and consolidate the public finances, and allocations to new works 
ng "are being reduced. The final call on the recent Ptas. 350,000,000 
TY 856 per cent Gold Treasury Bond issue is now complete, and the 
osed reasury is locally thought to be now in a position to take up 
low. "the credits opened abroad in order to defend the peseta. On 
India the Madrid bourse, the public funds have maintained a firm 
‘tendency. 


‘Morocco 
enc}; From the Bank of British West Africa Limited 


cate 5 Business was quiet during the fast of Ramadan, but revived 

nt of fmporarily at its conclusion. More rain is needed, and the 

about | #Cust menace is serious. Barley has cheapened, and the general 

outlook for cereals is disappointing. Sugar prices have been 

depressed by the recent attack by Czecho-Slovakian interests 

(fn the monopoly hitherto held by France. Thus purchasing 

Power is weak, and there are heavy stocks of cotton goods and 

ta. There is, however, a good demand for ready-made 

irred, #lothing, European dress now being adopted by most of the 
ather, y¢Wish population. 


| 
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The United States 


The course of trade has been disappointing. Unemploy. 
ment is comparatively heavy and estimates of the number ¢ 
people out-of-work vary from 3 to over § millions. Hesitatin? 
has increased as regards embarking on new ventures, but th} 
expectation is that while the results of the first quarter’s worl 
will be definitely poor, some improvement will occur in th 
April-June period. Failures during February remained at: 
high level. Trading on the Stock Exchange continues to be ¢ 
good sized proportions with some irregularity in prices, but: 
generally upward tendency. Brokers’ loans are increasing and 
money rates have eased. Business in copper has been featureles, 
and other non-ferrous metals have ined a slump. 





S. America 


From the Bank of London & South America Limited 


Buenos Aires —The currency situation is now less stringent 
and demand for money is easing off with a falling tendency 1 
rates. ‘Trade is affected by diminished purchasing power, 
to the poor harvest and to the further exchange depreciation. 


Montevideo —There is a good demand for cattle. Wool! 
steady, and two-thirds of the last clip have now been placed 
Prices, however, have not improved. 


Rio de Faneiro.—The coffee market has a firm undertone, 
Of the total 1930-31 crop of this State, 1,974,000 bags will b 
available for shipment. 

Valparaiso.—Business is normal, and harvest prospects at 
good 

Bogota.—Agricultural prospects are satisfactory, and cofieel 
in good demand. The financial position is easier. ' 
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BANK OF ENGLAND 











1] 


Banking Department. 





Gold. 


Issue Department. | 


| 
| 
Notes in | Reserve and | 
a Proportion. 
| 








i 


£ mn. 
| 361-8 
| 346-8 
347°3 
| 350-4 
| 348-9 
| = 352-3 





Bankers’ 
Deposits. 


Govt. 
Securities. 


Discounts 
& Advances 





£m 
8 


Pp 


50- 
63- 
Q. 


a 


ooo) %& 





£ mn. 


| 


0-6 
34°4 
38-6 
37°3 
41-5 
448 


£ mn. 
13- 








Call 
Money. 


Ad- 
vances. 








hn 





243: 


243-0 
266-9 


248-3 
234-7 


203-2 
215-2 | 
169-6 | 


164-4 
159-9 





ISHAM" 





£ mn, 
138-2 
150-3 
149-8 
144-3 
143-1 


144-2 
129-6 


NN NN 


- 


Bi ke 
PO ONWH 


) 
o 


02 0) 
do + 


Su 


£ mn. 
264-2 
256-2 
255-0 
249-2 
250-2 


247-9 
244-0 





*Includes balances with other banks and cheques in course of collection. 


£ mn. 
982-9 
988-3 
990-0 
989-6 
989-1 


985-4 
988-3 





LLOYDS BANK. RATIO OF CURRENT ACCOUNT CREDIT 


Year. 


Ratio. 


Month. 


January 
February 
March 
April 

May 

June 

July 
August 
September 
October 
November 
December 





BALANCES TO TOTAL DEPOSITS 
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Money, Exchanges and Public Finance 








































































































1. LONDON AND NEW YORK MONEY RATES 
| 
LOoNDON.* | New York. 
Date. 90 Days’ 
Bank 3 Months’} Day-to- Re- eligible Call 
Rate. discount day discount | Bank ac- | Money. 
Rate. Loans. Rate. ceptances. 
1929. | Percent. ; Percent. | Percent. || Per cent. | Per cent. { Per cent. 
March 27 5htTtttCS 5 5 | 8 15 
1930. | 
Feb. 26 4} 35 | Saag 4 33 4) 
March 5 4i 34 3i—4) |] 4 34 4 
March 12 4 33% 3 —43 4 34 4 
March 19 * 2H 241—3 | 34k 34 3 
March 26 34 2 | 23— 32 .} Se) | 3 
*Bankers’ deposit rate ; two points below bank rate. 
2. FOREIGN EXCHANGES 
London | 1929. | Ss — 
on Par. Mar. 27. |} | 
| | Feb. 26. | Mar. 5. | Mar. 12. 
} } 
] 
New York $4-866 4-85, 5, | 4-8531| 4-86 4-86,3, | 
Montreal $4-866 4-884 4-884) | 4-88 | 4-88), 
Paris . Fr. 124-21 124-173 124-27 124-213 | 124-25 
Berlin .. Mk. 20-43 |} 20-464 || 20-363 | 20-364 | 20-373 
Amsterdam Fl. 12-11 12:10:35 || 12-123 12-12} 12-12,3. 
Brussels Bel. 35 34-944 || 34-88} | 34-883 | 34-88) 
Milan Li. 92-46 | 92-72 92-753 92-79 92°81 
Berne .. Fr. 25-22) || 25-223 || 25-19 | 25-15 | 25-13: 
Stockholm Kr. 18-16 18-16 18-111 18-11} 18-11) 
Madrid Ptas. 25-22! 32.144 39-274 41-623 39°874 
Vienna .. Sch. 34-585 34-53 34-514 34-51 34°52} 
rague..  ..|| Kr. 164-25 || 1633 164,\, 164} 164; 
Buenos Aires .. 47-62d. 47. 42.3, 42," 413! 
Rio de Janeiro. . 5-89d. 531 515 5. 5}} 
Valparaiso Pes. 40 39-52 39-76 39°81 39°84 
Bombay 18d. 18,', 17; 17; 17i 
Hong Kong —d. 2383 18} 18} 18 
Shanghai =d. 30%; 23} 234 | 2312 | 
3. PUBLIC REVENUE AND EXPENDITURE 
| To | To_ | To To 
Revenue. Mar. 31,) Mar. 31.)! Expenditure. | Mar. 31, Mar. 3l, 
| 1930.) 1929. | | 1930. 1929, 
| 
| | j | 
£mn. | £ mn. | mn. | { mn. 
Income Tax 2374 | 2376 || Nat. Deb. Service 07:3 $115 
Sur-Tax .. 564 | 561 || Local Taxation a/c 
Estate Duties .| 798 | 806 | payments} 13-3 152 
Stamps .-| 25°7 | 301 || NorthernIreland payments; 5°5 51 
Customs 119-9 | 1190 || Other Cons. Fund Services) __3°3 28 
Excise ai 1275 | 1340 || Supply Services .. ..| 3716 | 3476 
Tax Revenue .| 654-7 6641 || Ordinary Expenditure ..| 701-0 | 6822 
Non-Tax Revenue../ 795 | 940 || Sinking Fund oo) «6ST 579 
Ordinary Revenue..| 734°2 7581 || Self-Balancing ‘ 
Self-Balancing } Expenditure, 80°8 783 
Revenue, 808 78:3 \ 
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1. PRODUCTION 



















































































ail Date Coal.* Pig-iron. | Steel. 
1929. Tons mn. Tons thou. Tons thou, 
b ee 5-3 520 783 

— 5 Saber 5:1 665 | (848 

Call October 5-2 689 889 

oney November 5-3 | 631 | 815 
December 5-0 | 643 | 661 

“—- 5-3 650 771 

' February 5-5 | 597 176 
4} d 
4 * Average weekly figures for month. 
; 2. IMPORTS 
4... Date. } Food. Raw | Manufactured Total 
i | Materials. oods. 

— ~~ 4929. £ mn. mn. £ mn. mn. 
February .. 40-0 | 27-0 23-1 | 90-9 
September .. 45-1 24-2 28-4 98-4 

~] October 51-2 27°3 30-2 | —- 110-3 

>. | | Ma November 48-5 30-0 28-2 | 108-2 

"December 468 | 312 278 «=| «=: 1066 
| 1930. | | 
Jenuary .. 42-9 | 30-1 28-0 / 101-9 
124% |) February 37-3 24-0 25-8 88-2 
| | 
3. EXPORTS 
| 
Date H Food. Raw | Manufactured Total. 
i} | Materials. | Good 
1929. i £ mn. £ mn. £ mn. £ 
February . . i| 4-0 5-6 44°3 557 
4g 4 September fl 48 6-5 42-2 55-1 
October ; | 5-4 7-1 50-3 64-6 
| 99 November ee | 5:7 6:9 48-6 63:1 
ber - 4-9 6-2 44-6 4 
1930. | | 
| 4-6 6:9 44-7 58-3 
February Hi 3-7 5-8 | 41-2 51:9 
fy | ie eel 
- 4. UNEMPLOYMENT 
To 
Mash Date 1925. isze. | 1927. | 1928 | 1929. | 1930. 
—«©\;_ End of Per cent. | Percent. | Percent. | Percent. | Percent. | Per cent. 
8) —_ 
£ mn. ; January 11:5 11-0 12-0 10-7 12-2 12-6 
3115 | February 11-3 10-4 10-9 10-4 12-2 13-1 
March 11-1 9-8 9-8 9-5 10-1 
152 9 April 10-9 9-1 9-4 9-5 9-9 
51 y 10-9 14-3 8-7 9-8 9-9 
26 } June 11-9 14-6 8-8 10-7 9-8 
3476 § July 11-2 14-4 9-2 11-6 9-9 
6822 § August 12-1 14-0 9-3 11-6 10-1 
575 September . 12-0 13-7 9-3 11-4 10-0 
| October 11-4 13-6 9-5 11-8 10-4 
785 § November . 11-0 13-5 9-9 12-1 11-0 
December . 10-4 11-9 9-8 11-2 11-1 
Percentage of Insured Workers. 









































Prices 
1. WHOLESALE PRICES (average for month) 
Index Number (1928-9 average = 100). 
Date. owes ' 
| U.K. U.S.A. | France. | Italy. | Germany, ” 
| | | 
1929. | 
F ee 100-7 | 100-4 103-9 |} 102-2 100-6 
September . . 98-8 98-6 97-1 96-8 99-7 
October... se es 97-7 97-0 95°8 95-4 99-1 
November .. oe .. | 963 95-2 94-8 95-2 97:8 
December cee °° “ 1 95-4 95-6 94-3 94-1 970 ~=~«Fl 
January 93-6 96-1 915 | 9249 95-4 
February 91-9 95°5 91-5 91-1 93°2 : 
February, 4th week | 90-7 | 947 | 913 | 904 92-4 | 
March, lst week i 90:0 93:7 | — | 89-4 91:9 | 
March, 2nd week .. « oa 936 | — | 895 Sil | 
March, 3rd week .. ? 89-0 93-4 | — | 89-2 90-8 
March, 4th week .. = 88:9 93:1 _ | 891 | 90:9 











~ Sources: U. K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique | 
Générale ; italy, Italian Chamber of Commerce ; ; Germany, Statistische Reich- | 














samt. 
2. RETAIL PRICES (end of month) 
| ' ‘ ' ) 
| Rent | | Fuel | Other | all 
Date. Food. | (including! Clothing.| and | _ items items 
rates). | | Light. | included. | included. ' 
1929. || 
Febri | 6 667)—C(«‘|s a | 80 | 05 | 80] CF 
September .. Fn <n ee 6 80 | 65 
October t 6§9)6—CUd|t(iCS]CS]OS 75 | 80 67 
November .. 59 | 52 | 15 | 7% | 80 67 
December ||| 57 | 52 15 | 7 | 80 | 66 
1930 
anuary Pe 54 52 | 15 | 75 80 | 64 
ebrury :.) 50 | 52 | 115 7% | 80 | 6l | 


i| 
~ The figures represent the percentage increase above July, 1 1914, which is ee to 100. 
3. COMMODITY PRICES (average for month) 








| Wheat, | | | | 
I No.1 | Cotton, | Wool, | PigIron,| Tin, | Rubber, 


























Date N. | American} 64’s | Cleveland | Standard | Plantation 
|| Manitoba. | Middling. | tops avge.| No.3. | Cash. Sheet. < 
1929. t Per qr. | Per lb. Fes Ib. Perton.! Perton. | Per lb. 
Hs 4d | a. | eé@! £ | @ 
Februar ow 63 8 10-47 oa 66 9 coat | Ili j 
September 1) 59 9 | 1042 | 34 72 6 204 104 | 
October ..| 5511 | 10-16 314 72 6 190; 
November |.) 53.1 | 963 | 3 72 6 | 1803 84 
December |.) 54 10 9-43 | 31 72 6 | 1794 } 
1930. | | ' 
anuary ..| 53 4 | 936 | 29% 72 6 | 1753 1 
ebrury <|/ 49 0 | 851 | 28) | 12 6 | 173 | 
| ' 
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